Industry consolidation, global networking, terrorist threats, and heavy dependence on computing: these and other trends introduce the possibility of new systemic risks, perhaps with increased ramifications. Ms. Cumming and Mr. Lucas will discuss the importance of understanding and managing systemic risk and set the stage for the conference as an opportunity for the central banking community to take a fresh look at systemic risk, aided by the insights of researchers who study similar risks in other complex systems. Two researchers who model systemic phenomena in nonfinancial systems will each make a presentation. The first explores concepts and methods for analyzing risk in complex engineered systems. The second outlines concepts and methods for modeling systems, infrastructure reliability, and catastrophic failures in complex networks such as power grids. The speakers will address the treatment of heavy-tailed events, the modeling of networks, and the identification of vulnerabilities. The session chair will compare and contrast the approaches with those typically applied in studies of systemic risk in the financial sector and then open the floor for discussion.
Panelists from the fields of finance, economics, and science will share observations on the conference findings and offer thoughts for the road ahead. Conference participants will be invited to respond.
